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ECONOMIC SPEECH
.. HOW DO WE GET INTEREST RATES AND INFLATION DOWN?
I DON'T HAVE TO GIVE YOU A CASUALTY REPORT.
I DON'T HAVE TO TELL YOU WHAT TOLL IT'S TAKING ON THE BUDGET:
INTEREST ON THE NATIONAL DEBT WILL TOP $100 BILLION THIS YEAR. THAT'S
$100 BILLION WE.DON'THAVE TO SPEND ON HIGHWAYS, OR FARM PROGRAMS,
OR HEALTH PROGRAMS, OR HOUSING. . .
* * . I
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SO WHAT CAN WE DO ABOUT HIGH INTEREST RATES?
FIRST, LET'S LOOK.AT HOW WE GOT HERE. .
LET'S BEGIN WITH THE EARLY 60'S. 1 INFLATION WAS 1.6 PERCENT
BETWEEN 1960 AND 1965. AND INTEREST RATES WERE 3.5 PERCENT. HOUSING
STARTS WERE 1.5 MILLION.ANNUALLY.
THE VIETNAM WAR WAS THE BEGINNING OF THE PROBLEM.
BETWEEN 1965 AND 1970 MILITARY SPENDING ROSE BY NEARLY
$60 BILLION IN TODAY'S DOLLARS.
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THE GREAT SOCIETY PROGRAMS ADDED TO THE MOUNTING FEDERAL
DEBT. CONGRESS AND THE PRESIDENT WANTED TO HAVE BOTH "GUNS AND
BUTTER".
THE ONLY TROUBLE WAS THAT WE .DIDN'T WANT TO PAY FOR IT.
PRESIDENT JOHNSON AND CONGRESS DIDN'T HAVE THE COURAGE TO RAISE
TAXES OR CUT OTHER SPENDING TO PAY THE TAB.
EVEN THEN WE WERE LIVING ON BORROWED -TIME. THE INFLATION
FIRES WERE BURNING EVEN THEN.
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WE GOT ANOTHER BODY BLOW IN 1973 WHEN OPEC OIL PRICES WENT
THROUGH THE ROOF.
IN 1971 OPEC OIL COST $2-A BARREL. BY 1981 THAT HAD JUMPED
TO $35 A BARREL.
INFLATION AND .INTEREST RATES HAVE FORCED MANY AMERICANS.TO
PAY HIGHER TAXES, ALSO. TAXES HAVE GONE UP 1 TO 1 PERCENT A YEAR.
AMERICANS EXPRESSED THEIR DISPLEASURE ABOUT THE DETERIORATING
ECONOMY.BY VOTING OUT PRESIDENT CARTER AND TURNING CONTROL OF THE
SENATE OVER TO THE REPUBLICANS.
'I
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RONALD REAGAN AND THE .REPUBLICAN PARTY WERE THE CHOICE.
THEIR PROGRAM PRESENTED A DRAMATIC CHANGE IN THE COURSE OF ECONOMIC
POLICY.
THE REPUBLICAN PLAN WAS:
1). SPENDING CUTS:
$37 BILLION THE FISCAL YEAR BEGINNING OCTOBER 1.
$135 BILLION BETWEEN FISCAL '82 -AND '84.
$147 BILLION IN ADDITIONAL CUTS BETWEEN '82 AND '84.
-y
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2). TAX CUTS. ---SUPPLYSIDE ECONOMICS:
THE GOAL TO INCREASE SAVINGS .AND DECREASE..SPENDING
INDIVIDUAL CUT: 5-10-10
ACCELERATED DEPRECIATION: 15-10-5-3
COST IN FI.SCAL 82 = $37.6 BILLION
TOTAL COST (82-86) = $749 BILLION.
3). MODERATE MONEY SUPPLY. WHEN THE PRESIDENT AND CONGRESS
FAILED TO STOP INFLATION, THE FED STEPPED IN WITH A
TIGHT MONEY POLICY. AND YOU KNOW HOW THAT POLICY HAS
DRIVEN UP INTEREST RATES.
. is
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BUT WHEN YOU PUT ALL THE PIECES TOGETHER YOU REALIZE YOU
HAVE A COLLISION COURSE.BETWEEN THE SUPPLY SIDE ECONOMISTS AND
THOSE WHO BELIEVE IN A TIGHT MONEY POLICY -- THE MONITARISTS.
THE.BASIC QUESTION REMAINS: WILL THE PRESIDENT'S ECONOMIC
PROGRAM WORK?
WILLIPEOPLE SAVE?
WILL BUSINESSES RE-INVEST TO INCREASE PRODUCTIVITY?
WILL INCOMES GO UP, THUS REDUCING THE DEFICIT?
_________________ ______________________ _____________________I
N
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I HOPE SO. BUT ONLY TIME WILL TELL.
THERE ARE SOME WARNING SIGNALS.ALREADY.
1). THE NUMBERS DON'T SEEM TO ADD UP. BALANCING THE BUDGET
BY 1984 IS BASED ON ROSY ECONOMIC ASSUMPTIONS.
CUTTING TAXES BY $749 BILLION AND INCREASING DEFENSE
SPENDING BY $1 TRILLION.
2). THE PERCEPTION IS THAT MIDDLE CLASS IS BEING LEFT OUT.
THE RICH ARE GETTING RICHER AT THE EXPENSE OF THE
MIDDLE INCOME.
-9-9-
HOW WE DEAL WITH THE IMMEDIATE INTEREST RATE CRISIS IS ANOTHER
QUESTION. DO WE TAKE IMMEDIATE STEPS TO LOWER INTEREST RATES OR
DO WE WAIT FOR THE REAGAN ECONOMIC PROGRAM TO WORK.
THERE'S ANOTHER QUESTION. SHOULD WE WAIT. THE SHORT
TERM SOLUTIONS ARE:
1). USURY LAWS
2). CREDIT ALLOCATIONS
3). TWO TIER CREDIT
4). RECONSTITUTE THE STRUCTURE OF THE FED. I HAVE SPONSORD
A BILL TO MAKE SURE FARMERS AND :SMAIL BUSINESSMEN ARE
REPRESENTED.
Kr
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I DON'T BELIEVE WE CAN WAIT. AT LEAST WE SHOULD GO AHEAD
WITH HEARINGS ON THE BILLS AFFECTING INTEREST RATES. BUT 
I BELIEVE
WE SHOULD DO MORE AND TAKE A STRONGER POSITION IN. FAVOR 
OF LOWER
INTEREST RATES.
LET'S NOT NEGLECT ADDITIONAL APPROACHES.TO SOLVING OUR ECONOMIC
PROBLEMS, SUCH AS:
1). TARGETING TAX INCENTIVES DELIBERATELY TOWARD 
SAVINGS AND
INVESTMENT AND AWAY FROM CONSUMPTION:
2). RETRAINING WORKERS TO MEET THE DEMAND FOR 
WORKERS ADJUSTED
TO THE NW U.S. AND WORLD TECHNOLOGICAL STRUCTURE.
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3). LAUNCHING A PROGRAM TO INCREASE AND ENCOURAGE EXPORT TRADE,
IN AGRICULTURE FOR EXAMPLE.
4). TAKE ANOTHER LOOK AT TAX EXPENDITURES.
5). TAKE A SERIOUS LOOK AT SOME OF THE NEW TAX.STRUCTURE
SCHEMES, SUCH AS A PROGRESSIVE CONSUMPTION-TAX.
HAVE TO REMEMBER THAT THE ECONOMY IS ' COMPLICATED. AND
IT'S EASY TO FIND THE SIMPLE SOLUTIONS. BUT AS H.L. MENCKEN SAID,
"FOR EVERY COMPLEX PROBLEM, THERE IS A SIMPLE SOLUTION -- AND IT'S
WRONG."
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IF THE PRESIDENT'S PROGRAM DOESN'T WORK, WHAT DO WE DO NEXT:
1). CUT SPENDING EVEN MORE -- SOONER OR LATER, HOWEVER, WE
WILL RUN OUT OF THINGS TO CUT. AT THE PRESENT RATE, BY
1984 THE FEDERAL GOVERNMENT WILL BE DOING NOTHING MORE THAN
PAYING ENTITLEMENTS AND PAYING FOR THE DEFENSE BUDGET.
2). RAISE REVENUE -- INCREASE TAXES
3). BUT CONTINUED HIGH INTEREST RATES SOONER OR LATER WILL
DESTROY THE ECONOMY. LET'S MAKE SURE THE CURE IS NOT
WORSE THAN THE ILLNESS. AT SOME POINT THE HIGH INTEREST
RATE POLICY WILL WIPE OUT ANY INCREASES IN PRODUCTIVITY
CAUSED BY THE TAX INCREASE.
